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SLS 12RS-399 ENGROSSED

Regular Session, 2012
SENATE BILL NO. 548

BY SENATORS RISER, ALARIO, MORRELL, GARY SMITH AND WALSWORTH

ECONOMIC DEVELOPMENT. Creates the Competitive Projects Payroll Incentive
Program which grants rebates of up to 15% of qualifying payroll to certain businesses and
rebates of sales tax or capital expenditures if DED determines it will result in significant
positive economic benefit to the state. (7/1/12)

AN ACT

To enact Chapter 54 of Title 51 of the Louisiana Revised Statutes of 1950, to be comprised
of R.S. 51:3111, relativeto the creation of the Competitive Projects Payroll Incentive
Program; to provide for contract for the payment of rebates to certain qualified
businesses; to provide for procedures and requirements for the execution of such
contracts and the payment or repayment of such rebates; and to provide for related
matters.

Be it enacted by the Legidature of Louisiana
Section 1. Chapter 54 of Title 51 of the Louisiana Revised Statutes of 1950,

comprised of R.S. 51:3111 is hereby enacted to read as follows:

CHAPTER 54. COMPETITIVE PROJECTSPAYROLL

INCENTIVE PROGRAM

§3111. Competitive Projects Payroll | ncentive Program

A. Definitions. For pur posesof thisSection, thefollowingwor dsor terms

as used in this Chapter shall have the following meaning, unless a different

meaning appear s from the context:

(1) " Basic health benefitsplan” means cover agefor basic hospital care,
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coveragefor physician care, and coveragefor health carewhich isdeter mined

by the Department of Economic Development to have a value of at |east one

dollar and twenty-five cents per hour and which is the same coverage as is

provided to employees employed in a bona fide executive, administrative, or

professional capacity by theemployer who areexempt from the minimum wage

and maximum hour reguirements of thefederal Fair L abor Standards Act, 29

U.S.C.A. 8201, et seq.

(2) "Board" meansthe Board of Commerce and | ndustry.

(3) "Business' means any individual, firm, joint venture, association,

cor por ation, estate, par tner ship, businesstrust, receiver . syndicate, or any other

legal business entity.

(4) " Department” meansthe Department of Economic Development.

(5) "Headquarter jobs' means permanent full-time executive,

administrative, or professional jobs based at a principal or regional office

located in L ouisiana, in which are located the principal or regional executive

officers normally constituting a principal or regional headquarters providing

cor por ategover nance. Such principal or regional executiveofficer sincludebut

shall not belimited to chief executive officer, chief operating officer, and other

senior level officersor appropriateregional equivalents.

(6) " New Jobs' means per manent full-timedir ect new jobsbased at the

facilities designated in the contract and filled by residents of the state.

(7) " New payroll" means payment by the businessto its employees for

new jobs, exclusive of benefits and defined as wages under Louisiana

Employment Security Law (La. R.S. 23:1472(20)).

(8) "Program”" means the Competitive Projects Payroll Incentive

Program.

(9) " Qualified business' means a business certified by the secretary as

meeting the €igibility requirements of Subsection B of this Section, approved

by theboard to participatein the program, and executing a contract providing
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the ter ms and conditions for its participation.

(10) " Secretary" means the secretary of the Department of Economic

Development.

(11) " Shar ed servicescenter jobs' shall mean jobsof full timeemployees

located in the state of Louisiana which are based at a business located in

L ouisiana that perfor ms specific cor por ate oper ational tasks for the business,

its affiliates, or customers, such as accounting, human resour ces, payroll, or

purchasing.

(12) " Significant positive economic benefit" meansthat net positivetax

revenues to be generated as a result of the project taking into account both

direct, indirect, and induced impacts based on standard economic impact

methodology utilized by the department and the value of the rebate and any

other state tax and financial incentives that are used by the department to

securethe qualified business.

B.(1) Eligibility Requirements. A business shall be eligible for

participation in the program if all of the following requirements ar e met:

(a) At least fifty percent of thetotal annual sales of the business from a

Louisiana siteor sitesisto out-of-state customersor buyers, in-state customers

or buyersbut theproduct or serviceisresold by the pur chaser toan out-of-state

customer or buyer for ultimate use, or the federal government, or any

combination ther eof.

(b) The activities of the business at a L ouisiana site or_sites includes

corporate headquarters, clean technology, next generation automotive,

aerospace, destination healthcare, research and development operations,

phar maceutical manufacturing, renewable energy, or other business sector

tar geted by the secretary asafocus of the department's economic development

efforts.

(c) The business offers, or will offer within ninety days of the effective

date of qualifying for the incentive rebates pursuant to the provisions of this
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Chapter, abasic health benefits plan to theindividualsit employs as provided

in Paragraph A(1) of this Section.

(2) Thesecretary, at hisdiscretion, may include sales by affiliates of the

business in determining the percentage of sales meeting the reguirements of

Par agraph (1) of this Subsection.

(3) With the exception of a business providing at least twenty-five new

headguarter jobs or shared service center jobs, a business primarily engaged

in retail sales, real estate, professional services, natural resour ce extr action or

exploration, financial services, or venturecapital funds, shall not be€ligiblefor

thisprogram. No business engaged in gaming or gambling shall be eligiblefor

the program.

C.(1) Applications. At the invitation of the secretary, a business may

apply for a contract by submitting to the department such certified statements

and substantiating documents as the department may require.

(2) Certification. Thesecr etary may certify eigibility of thebusinessand

request board approval of its participation in the program on terms and

conditions specified by the secretary in a proposed contract, if the secretary

deter minesthat:

(&) The business meets the eligibility requirements provided for in

Subsection B of this Section.

(b) Participation in the program is needed in a highly competitive site

selection situation to encour age the businessto locate or expand in the state.

(c) Securing the project will result in a significant positive economic

benefit to the state.

(3) Approval: contract administration.

(a)(i) Upon theboard's approval of participation in the program by the

business, thesecr etary shall executethecontract with thebusiness, and provide

acopy totheDepartment of Revenueprior tothepayment of any benefitsunder

the contract.
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(ii) No new contract shall be approved on or after July 1, 2017, but

contracts existing on that date may continue and be renewed.

(b) The contract shall provide for a rebate to the qualified business

based upon new payroll, and shall include the following provisions:

(i) The percentage of new payroll €igiblefor rebate, up to a maximum

of fifteen percent.

(ii) The maximum amount of new payroll eligiblefor rebate.

(iii) The number of new jobs and amount of new payroll required to be

created and maintained, and any other performanceobligationsrequired to be

met in order to remain qualified for participation in the program.

(iv) Designation of thefacility or facilitieseligiblefor participationinthe

program.

(v) Monitoring of performance and consequencesfor failureto perform

and other contr act violations.

(vi) An initial term of the contract, which may be up to five years, and

any renewal term available at the discr etion of the secretary, which may beup

to an additional five years.

(4)(a) I n addition, aqualified businessshall beentitled to either thesame

salesand usetax rebatesauthorized in R.S.51:1787 for capital expendituresfor

thefacility or facilitiesdesignated in thecontract, or theproject facility expense

rebate provided for in Subparagraph (c) of this Paragraph, if the employer

meets the enterprise zone program hiring requirements and all other

limitations, procedures, and requirementsin R.S. 51:1787.

(b) Any qualified business which receives a contract pursuant to this

Chapter shall also be entitled to arebate of local sales and use taxes under the

same procedures and requirements provided for in R.S. 51:1787 for approval

of rebates for the sales and use taxes of political subdivisions and law

enforcement districts, including but not limited to the requirement that any

such request for a rebate of local sales and use taxes be accompanied by an
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endor sement r esolution appr oved by thegover ning authority of theappropriate

political subdivision or law enforcement district in whose jurisdiction the

qualified businessis or will be located.

(c) In lieu of the sales and use tax rebate, a qualified business shall be

entitled toaproject facility expenser ebate equal to oneand one-half per cent of

the amount of qualified capital expenditures for the facility or facilities

designated in the contract. For purposes of this Subparagraph, the term

"gualified capital expenditures’ means amounts classified as capital

expenditures for federal income tax purposes related to the project plus

exclusions from capitalization provided for in Internal Revenue Code Section

263(a)(1)(A) through (L), minusthe capitalized cost of land, capitalized leases

of land, capitalized inter est, capitalized costs of machinery and equipment, and

the capitalized cost for the purchase of an existing building. When a qualified

business purchases an existing building and capital expenditures are used to

r ehabilitatethebuilding, thecostsof ther ehabilitation only shall be consider ed

qualified capital expenditures. Additionally, a qualified business shall be

allowed toincreaseitsgualified capital expenditur esto the extent thequalified

business' capitalized basisis properly reduced by claiming a federal credit. A

qualified business earns the project facility expense rebate in the qualified

business' fiscal year in which the project is placed in service, but the qualified

businessmay not claim theproj ect facility expenser ebateuntil the Depar tment

of Economic Development signsa project completion report or such other time

as provided for by rule or regulation. The project completion report for the

project facility expenserebate shall adhereto the sasmerequirementsfound in

R.S. 51:1787(A)(1)(a)(ii) for the sales and use tax rebate.

D. Annual Certification of Eliqgibility. (1) The approved qualified

business shall file applications for annual rebates with the Department of

Economic Development. A cor por ateofficer of thequalified businessmust sign

documentation to certify itscontinued eligibility for therebates, asprovided in
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Subsection B of this Section. The qualified business may be subjected to a

limited audit by the Department of Economic Development to verify such

gligibility at the company's expense. The approved contract between the

qualified business and the Department of Economic Development shall

authorize the continued rebate as long as the business remains a qualified

businessasdefined in thisSection and complieswith theter msand per for mance

obligations of its contract, as they existed at the time of such approval. If a

qualified businessfailstomaintain theedligibility requirementsfor participation

in the program or failsto meet all perfor mance obligations of the contract, the

secretary may suspend or terminateits participation in the program.

(2) Upon approval of theapplication for annual r ebates, thedepar tment

shall send acertification letter tothe Department of Revenuefor payment of the

r ebatecontainingtheproper entity towhich therebateshould beissued and the

amount of therebatetobeissued. The Department of Revenuemay requirethe

business to submit any such additional information as may be necessary to

properly issuetherebate. Payment shall be made from the current collections

of the taxes imposed by Title 47 of the L ouisiana Revised Statutes of 1950, as

amended.

E. A taxpayer shall not receive any other incentive administered by the

Department of Economic Development for any expendituresor jobsfor which

the taxpayer hasreceived arebate pursuant to this Section.

F. Thedepartment may promulgater ulesand r equlationsafter approval

of the House Committee on Ways and M eans and the Senate Committee on

Revenue and Fiscal Affairs meeting jointly within forty-five days of the

publication of such proposed rules and regulationsin the State Register.

Section 2. ThisAct shall becomeeffectiveon July 1, 2012; if vetoed by the governor

and subsequently approved by the legidature, this Act shall become effective on July 1,

2012, or on the day following such approva by the legislature, whichever is later.
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The original instrument and the following digest, which constitutes no part
of the legidlative instrument, were prepared by Riley Boudreaux.

DIGEST
Riser (SB 548)

Proposed law creates the Competitive Projects Payroll Incentive Program which provides
a"qualified business" a contract to receive the following rebates under afive-year contract,
renewable for another five years:

1 A rebate of up to 15% of "new payroll" determined to be eligible for such rebate by
the secretary of the Department of Economic Development [DED] if the number of
new jobs and amount of "new payroll" required to be created and maintained, along
with any other performance obligations under the contract are met.

"New payroll" is defined as payment by the business to its employees for new jobs,
exclusive of benefits and defined as wages under Louisiana Employment Security
Law (La. R.S. 23:1472(20)).

2. The same rebates of state and local sales and use tax rebates authorized for
Enterprise Zone-eligible business purchases of material used in the construction or
improvement of, or addition to, abuilding and machinery and equipment used in the
enterpriseasprovided in R.S. 51:1787 for the qualified business expenditureson its
facility at the facility or facilities designated by the department in the contract.

Or

Inlieu of the sales and use tax rebate, a" project facility expense rebate” equal to one
and one-half percent of the amount of qualified business "qualified capital
expenditures® on the facility or facilities designated by the department in the
contract.

"Qualified capita expenditures' is defined as amounts classified as capitd
expenditures for federal income tax purposes plus certain exclusions from
capitalization in IRC 8263(a)(1)(A) - (L), minus the capitalized cost or leases of
land, capitalized interest, capitalized costs of machinery and equipment, and the
capitalized cost for the purchase of an existing building. Only the capital
expenditures for rehabilitation of an existing building are considered "qualified
capital expenditures’. Additionally, qualified capital expenditures may beincreased
to the extent the qualified business' capitalized basisis properly reduced by claiming
afederal credit.

Proposed law defines a"qualified business' eligible for the rebate contracts as businesses
meeting al of the following criteria:

1. Businesses that the DED determines will have the following activities at its
Louisiana site: corporate headquarters, clean technology; next-generation
automotive; aerospace; destination healthcare; research and devel opment operations,
pharmaceutical manufacturing; renewable energy; or other business sectorstargeted
by the secretary as afocus of the department's economic development efforts.

2. Businesseswhich have, or will have within oneyear, sales of at least 50% of itstotal
sales to out-of-state customers or buyers, to in-state customers or buyers if the
product or serviceisresold by the purchaser to an out-of -state customer or buyer for
ultimate use, to the federal government or any combination thereof. The secretary
of DED, at his discretion, may include sales of affiliates of the business in
determining the 50% sal e requirement.
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3. Businesses which offer, or will offer within 90 days of the effective date of
qualifying for the rebates a"basic health benefits plan” to theindividualsit employs.
"Basic health benefits plan” is defined in the same manner as for Enterprise Zone
employers, meaning coveragefor basic hospital care, physician care, and health care
whichisdetermined by the DED to haveavalueof at least $1.25 per hour and which
isthe same coverage asis provided to employees employed in abonafide executive,
administrative, or professional capacity who are exempt from the minimum wage
and maximum hour requirements.

Unlessabusinessisproviding at least 25 new "headquarter jobs" or "shared service
center jobs’, the following businesses, are not eligible for rebates: retail sales, red
estate, professional services, natural resource extraction or exploration, financial
services or venture capital funds.

"Headquarter jobs' are defined as jobs of full time employees that are executive,
administrative, or professional jobs based at aprincipal or regional officelocated in
Louisiana, in which arelocated the principal or regional executive officersnormally
constituting a principal or regional headquarters providing corporate governance.
Such principa or regiona executive officers include but are not limited to chief
executive officer, chief operating officer, and other senior level officers or
appropriate regional equivalents.

"Shared services center jobs' are defined as jobs of full time employeesresiding in
the state which are based at a business located in Louisiana that performs specific
corporate operationa tasks for the business, its affiliates or customers, such as
accounting, human resources, payroll, or purchasing.

Proposed law specifiesthat gaming or gambling businesses are not eligiblefor the program.

Proposed law requires the qualified business to apply to DED after being invited to
participate by the secretary of DED.

DED must determine if the applicant is an eligible "qualified business', that participation
in the program is needed in a highly competitive site selection situation to encourage the
business to locate or expand in the state, and that securing the project will result in a
"significant positive economic benefit" to the state. " Significant positive economic benefit"
is defined as net positive tax revenues to be generated as aresult of the project taking into
account direct, indirect, and induced impacts based on standard economic impact
methodology utilized by DED and the value of the rebate and any other state tax and
financial incentives that are used by the department to secure the qualified business.

Proposed law requires DED to propose a contract for the applicant to the Board of
Commerceand Industry. Uponthe Board'sapproval, the secretary must executethe contract.
The contract must provide a rebate to qualified businesses based upon new payroll. The
contract will haveaninitial term of up to fiveyears. It may be renewed for an additional five
years provided that the qualified business has complied with all thetermsof the contract and
has complied with the provisions of the proposed law.

Proposed law provides that no new contracts may be approved on or after July 1, 2017, but
contracts existing on that date may continue and be renewed.

Proposed |aw authorizesthe contract tom providefor arebateto the qualified business based
upon new payroll, and shall include the following provisions:

1 The percentage of new payroll eligible for rebate, up to a maximum of 15%.
2. The maximum amount of new payroll eligible for rebate.
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3. The number of new jobs and amount of new payroll required to be created and
maintained, and any other performance obligations required to be met in order to
remain qualified for participation in the program.

4, Designation of the facility or facilities eligible for participation in the program.

5. Monitoring of performance and consequences for failure to perform and other
contract violations.

6. Aninitial term of the contract, which may be up to five years, and any renewal term
available at the discretion of the secretary, which may be up to an additional five
years.

Proposed law requiresaqualified businessto file applicationsfor rebates with DED to show
its continued eligibility for the rebates. 1t may be subjected to a limited audit by DED to
verify itseligibility.

Proposed law requires the qualified businessto file an application for an annual rebate with
the DED, which contains a sworn statement by a duly authorized officer of the qualified
business that the qualified business had complied with the contract and the proposed law
during thefiscal year. Upon approval of the application for the annual rebate, a certification
letter is sent to the Department of Revenue for payment of the rebate containing the proper
entity to which the rebate should be issued and the amount of the rebate to beissued. The
DOR may require the business to submit additional information necessary to properly issue
therebate. Therebate is made from the current collections of the taxesimposed by Title 47.

Proposed law prohibits ataxpayer who participatesin this program from receiving any other
incentive administered by DED for any expenditures for which the taxpayer has received a
rebate pursuant to the program.

Proposed law allows DED to promulgate rules and regulations after approval of the House
Ways and Means and Senate Revenue and Fiscal Affairs meeting jointly within 45 days of
their publication in the State Register.

Effective duly 1, 2012.

(AddsR.S. 51:3111)

Summary of Amendments Adopted by Senate

Committee Amendments Proposed by Senate Committee on Revenue and Fiscal
Affairsto the origina hill.

1. Prohibits granting new contracts on and after July 1, 2017, but allows
contracts existing on that date to continue and be renewed.

2. Defines"significant positive economic benefit" which the secretary must find
in order to grant the use of the single salesfactor for calculating income and
franchise tax to an eligible business.

3. Changes the amount of personnel relocation costs which may beincludedin
the "relocation costs' upon which the rebate is based from 40% of such
personnel relocation costs to 60% of such personnel relocation costs.

4, Specifies that gaming or gambling businesses are not eligible for the
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program.

5. Requires DED to send a certification letter to DOR upon contract approval
containing the proper entity to which the rebate should be issued and the
amount of the rebate to be issued.

6. AuthorizesDOR to requirethebusinessto submit any additional information
necessary to properly issue arebate.

7. Specifies payment of the rebate from collections of all the taxes imposed by
Title 47, not just income and franchise tax.

Page 11 of 11
Coding: Words which are strauek-throtgh are deletions from existing law;
words in boldface type and under scored are additions.




